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IBRD Loans to Ceylon, 


Loan to Ceylon 


The International Bank for Reconstruction and 
Development has approved a loan equivalent to US$7.4 
million to Ceylon. The funds will help to finance a 
thermal power project to increase the supplies of power 
in southwestern Ceylon, which is the center of economic 
activity and contains nearly half the country’s popula- 
tion. Manufacturers Trust Company and the Bank of 
America will participate in the loan, without the World 
Bank’s guarantee, to the extent of $717,000, represent- 
ing the first five maturities, which fall due between 
November 1, 1961 and November 1, 1963. 

The loan will be for a term of 20 years and bear 
interest of 5% per cent, including the 1 per cent com- 
mission which is allocated to the Bank’s Special Reserve. 
Amortization will begin November 1, 1961. 

The project for which the loan is being made forms 
part of an integrated electric power system operated by 
the Department of Government Electric Undertakings 
(DGEU). It consists of the construction of a 25,000- 
kilowatt thermal electric plant at Grandpass, a district 
of the city of Colombo. Its estimated cost is $11.1 
million. The loan will pay for imported equipment 
and services. The purchase of all major items of 
imported equipment and materials and the award of 
all major construction contracts will be on the basis of 
international competitive bidding. The power plant 
should be in operation by the beginning of 1962. 


Loan to the Sudan 


On July 21, the World Bank made a loan equivalent 
to US$39 million to the Republic of the Sudan for the 
development of transportation. This is the Bank’s first 
loan to the Sudan, which became a member of the Bank 
in September 1957. It will finance the imported equip- 
ment and materials needed to increase capacity and 
improve the operating efficiency of the railways and of 
river transport services on the Nile; to build two new 
railway extensions into productive zones in the south 
and west; and to increase berthing capacity at Port 
Sudan on the Red Sea, the country’s chief outlet to 
world markets. The Chase Manhattan Bank, the Bank 
of America, and The First National City Bank of New 
York are participating in the loan, without the World 
Bank’s guarantee, for a total amount of $1,750,000. 
This represents the first three maturities, which fall due 
between December 1, 1961 and December 1, 1962. 
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The development program is being carried out by 
the state-owned Sudan Railways, which operate the 
country’s rail and river services, the facilities at Port 
Sudan, and several hotels. The Bank loan will cover 
the foreign exchange costs of the program during the 
1958-60 period. The total cost during that period is 
estimated at LSd 17.6 million ($50.5 million). The 
loan is for 20 years and bears interest of 5% per cent, 
including the 1 per cent commission which is allocated 
to the Bank’s Special Reserve. Amortization will begin 
December 1, 1961. 


Loan to India 


The World Bank on July 23 made a loan of $25 mil- 
lion to India for projects to increase the supply of 
electric power in the Damodar Valley, the heart of 
India’s heavy industry. These projects will add 225,000 
kilowatts of thermal generating capacity to the power 
system of the Damodar Valley Corporation (DVC), a 
semiautonomous organization established in 1948 to 
execute a scheme for the unified development of the 
Damodar Valley. Brown Brothers Harriman & Co., with- 
out the guarantee of the Bank, is participating in the 
loan to the extent of $239,000 of the first maturity, 
which falls due August 1, 1961. 


DVC’s activities include the provision of electric 
power, flood control, irrigation and drainage, land con- 
servation and afforestation, and promotion of the health 
and general welfare of the inhabitants of the Valley. 
Capital requirements of DVC are provided by the Cen- 
tral Government and by the Governments of Bihar and 
Bengal. Since its inception ten years ago, DVC has 
embarked on a number of projects within its field of 
operation, and Bank loans totaling $27 million, made 
in 1950 and 1953, have helped to finance some of them. 
The most significant undertakings thus far have been 
the building of four large multipurpose dams for the 
storage of flood waters, electric power generation, and 
irrigation; a 150,000-kilowatt thermal power plant at 
Bokaro, the largest thermal plant in South Asia; a 
power transmission and distribution system; an irriga- 
tion barrage at Durgapur; and a canal system to irrigate 
about one million acres of land in the lower Valley. 
Some of these projects have been completed and all 
will be finished by the end of 1959. 


The new loan will help to finance the installation of 
an additional 75,000 kilowatts of generating capacity 
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at the Bokaro thermal plant; a new 150,000-kilowatt 
thermal power station which will be adjacent to the 
Government's new steel mill now under construction 
at Durgapur; and additional transmission and distribu- 
tion facilities. Waste products from the steel mill will 
be used as fuel for the Durgapur power plant, thus 
effecting important economies for both undertakings. 
The total cost of the projects is estimated at the equiv- 
alent of $56 million; the Bank’s loan will cover most of 
the foreign exchange requirements. Construction of the 


Suez Compensation Agreement 

The final agreement providing for compensation aris- 
ing out of the decree of the Egyptian Government 
nationalizing the Suez Canal was signed on July 13, 
1958 at the Palais des Nations in Geneva by repre- 
sentatives of the Government of the United Arab Repub- 
lic (as successor to the Egyptian Government), the 
Compagnie Financiére de Suez, and the International 
Bank for Reconstruction and Development. 

Letters exchanged when the agreement was signed 
provide that each of the six annual installments to be 
paid by the Government of the United Arab Republic 
shall first be calculated in U.S. dollars at the rate of 
US$2.8715576 per Egyptian pound, and then con- 
verted to sterling at the rate of US$2.80. Payments in 
sterling shall be made in the amounts so determined, 
and amounts payable in French francs shall be deter- 
mined by converting pounds sterling calculated on the 
foregoing basis into French francs at the Bank of 
France’s buying rate for sterling at the time of payment, 
or, if there is no such rate, at the cours moyen for ster- 
ling on the Paris Bourse at the last session preceding 
the date of payment. 

If the Government of the United Kingdom should 
release and unblock the total of the Egyptian No. 2 
sterling account, the Government of the United Arab 
Republic, in addition to applying such releases to the 
payment of the two next maturing installments, will 
accelerate by one year the date for the payment of each 
of the remaining installments. 

Source: The Times, London, England, July 14, 1958. 


Legal Status of Manufactured Sovereigns in Switzerland 

The recently published judgment of the Swiss Fed- 
eral Tribunal, which on October 31, 1957 decided that 
the sale or the putting into circulation of gold sovereigns 
is punishable under Swiss law, stated that the question 
whether the counterfeiting of gold coins is illegal per se 
was irrelevant in the case which had arisen from the 
sale of sovereigns in Ziirich. The decisive factor was 
whether counterfeiting was carried on for purposes of 
deceit in trade and commercial relations. The articles 
of the Swiss Penal Code under which the case was 
decided are not intended to declare the marketing of 
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projects is now under way and is scheduled for comple- 
tion by 1960. 

The loan is for 20 years and bears interest of 5% 
per cent, including the 1 per cent commission which is 
allocated to the Bank’s Special Reserve. Amortization 
will begin August 1, 1961. 


Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 
D.C., July 17, 21, and 23, 1958. 


imitations as illegal per se, but cover rather cases where 

a coin is offered for sale or put into circulation as an 

original coming from a specific government mint. 

Source: Entscheidungen des Schweizerischen Bundes- 
gerichtes aus dem Jahre 1957 (IV. Teil- 
Strafrecht), Lausanne, Switzerland, April 8, 
1958. 


Europe 


U.K. Trade and Payments 

Provisional figures of the Board of Trade show that 
the value of U.K. exports f.o.b. in June were £223.7 
million; imports c.i.f. amounted to £300.6 million; and 
re-exports were £8.4 million. The trade gap thus 
amounted to £68.5 million, compared with £6.4 million 
in May. The sudden widening of the gap was due to 
the effects of the London dock strike. Exports usually 
fall in June, but not by as much as the £62 million 
recorded this year; the Board of Trade estimates that 
some £40 million of this decrease is attributable to the 
strike. Because of the quicker recording on the receiv- 
ing side, the import figures for May had -already been 
affected by the strike (see this News Survey, Vol. XI, 
p. 1), and there was probably a further reduction in 
June of some £10-15 million. If there had been no 
strike, the trade gap in May and June would probably 
have averaged about £30 million per month. 

In the first half of 1958, the value of exports was 
5 per cent, and of imports 12 per cent, less than in the 
same months of 1957. But this picture is distorted not 
only by the recent strike but also by the fact that last 
year’s figures were increased by the arrival of cargoes 
that had been delayed by the closure of the Suez 
Canal. When allowance is made for these factors, the 
underlying fall in the value of exports was probably 
3 per cent, and in the value of imports about 9 per cent. 
Export prices have scarcely changed between the two 
years, but import prices have fallen by about 10 per 
cent, which implies a reduction of about 3 per cent in 
the quantity of exports and a small increase in the 
quantity of imports. 

It is evident that the terms of trade have been entirely 
responsible for the encouraging showing of the balance 
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of payments in the first half of 1958. The gap in visible 
trade according to the monthly trade returns has been 
running at an annual rate approaching £350 million, 
but this is not the figure which will appear in the balance 
of payments accounts. The trade returns include in the 
cost of imports the charges for insurance and freight, a 
substantial proportion of which is paid to U.K. firms 
and does not enter into overseas transactions. In each 
of the last two years, the actual payments deficit on 
visible trade has been some £500 million less than the so- 
called trade gap. The difference is not invariable, but it 
seems certain that in the balance of payments accounting 
there has been an appreciable surplus on visible trade 
in the first half of the year, which could be as high as 
£150 million on an annual basis. Also, while net profits 
and dividends will be lower than last year, oil payments, 
tourism, and shipping (the United Kingdom benefits 
from a decline in tramp rates) should again raise earn- 
ings on invisibles to about £300 million for the year. 
Thus, the surplus on current account in the first half of 
1958 may be in the region of £450 million (at an 
annual rate), compared with a provisional total of 
£237 million in 1957. 

Source: The Economist, London, England, July 19, 

1958. 


U.S. Investment in the United Kingdom 


A study, American Investment in British Manufac- 
turing Industry, by Dr. J.H. Dunning, shows that 
between 1950 and 1955 U‘S. firms invested some £250 
million of new capital in U.K. manufacturing industry 
At present, there are probably about 250 U.S. industrial 
concerns in the United Kingdom, with an annual sales 
turnover of some £900 million and employing about 
350,000 people. The main advantages of this develop- 
ment for the British economy lie in balance of payments 
savings and in the general acceleration of industrial 
development. U.S. firms have helped foreign payments 
in two ways: they have reduced the United Kingdom's 
import bill, especially the dollar import bill, and U.S.- 
controlled companies have played a major part in 
developing exports to the United States itself (motorcars 
are a striking example) and to other markets. Among 
new industrial products—those produced commercially 
since the 1930’s—U.S.-financed firms now account fo! 
about one third of all U.K. exports; if motorcars are 
included, the proportion rises to two fifths. The general 
acceleration of industrial development as a result of 
U.S. investment in the United Kingdom is difficult to 
measure, but it may well be the most important contri- 
bution of U.S.-financed companies. U.K. firms have 
seen U.S. management, research, and marketing tech- 
niques in action. It seems certain that the result has 
been to quicken the pace of economic activity, making 
U.K. firms more receptive to new ideas and more 
readily adaptable to the changing economic climate. 


27 


(For an earlier review of U.S. direct investment in the 
United Kingdom, see this News Survey, Vol. VIII, 
p. 117.) 

Source: The Times, London, England, June 26, 1958. 


French Government Loan 

The loan floated by the French Government on 
June 17 (see this News Survey, Vol. X, p. 402) was 
closed on July 12. According to provisional calcula- 
tions, the issue brought in F 320 billion, of which some 
F 290 billion was fresh money. 

During the issue of the loan, the Bank of France, 
acting for the Exchange Stabilization Fund, purchased 
150 metric tons of gold, corresponding to nearly 
US$169 million. 

Sources: Le Monde, Paris, France, July 17 and 18, 
1958. 


Agricultural Production in Denmark 

Figures on agricultural output in Denmark, compiled 
by the Statistical Department, show that the value of 
animal products in May was DKr 500 million, com- 
pared with DKr 515 million in the previous month and 
DKr 554 million in May of last year. While the 
decrease in value from May 1957 was about 10 per 
cent, the decline in volume was only about 2 per cent. 
For the first five months of this year, the value of 
output of animal products was DKr 2,417 million, 
against DKr 2,602 million for the corresponding period 
of 1957. The volume index for the five-month period 
was 108 (1955=100) this year, compared with 106 
last year. 

Butter production in the first five months of this year 
totaled 68.5 million kilograms, 5 per cent less than in 
the same period last year, and production of eggs 
declined by about 3 per cent, to 63.4 million kilograms. 
On the other hand, production of cheese increased by 
10 per cent, to 43.6 million kilograms, and production 
of bacon and pork by 8 per cent, to 229.7 million 
kilograms. 

Source: Bérsen, Copenhagen, Denmark, July 13, 1958. 


New Means of Payment in Norway 
As of October 1, 1958, the commercial banks in 
Norway will introduce a new means of payment in the 
form of what will be known as cash checks. These 
checks will be a cross between a bank transfer and a 
travelers check. They will be legal tender throughout 
the country (for payments in hotels, shops, etc.), but 
they will differ from travelers checks in that they will 
be linked with a bank account. They will be issued 
against a bank customer's savings account, in denomi- 
nations of NKr 50, NKr 100, and NKr 300, up to a 
total amount of NKr 2,000, but they will not be debited 
to the account until they have been negotiated. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, June 27, 1958. 
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Swedish Investment Funds 


So-called investment funds were introduced in Sweden 
in 1938, when it was decided that Swedish companies 
should be allowed to set aside a portion of their profits 
for future investment and to deduct funds so utilized 
from taxable profits. The idea behind the scheme was 
that funds could be accumulated in prosperous times 
and used later during periods of recession to finance 
depreciation. The funds had to be registered with the 
Labor Market Board, which had the right to decide 
when the funds could be freed. At first, only a few 
companies availed themselves of this opportunity; up 
to the beginning of 1955, only SKr 249 million 
(US$48 million) had been registered with the Labor 
Market Board. 

In 1955, the regulations were changed considerably. 
rhe annual allocation may now comprise 40 per cent 
of the companies’ net profits. To qualify for tax exemp- 
tion, 40 per cent of the allocation has to be deposited 
in a blocked account in the Riksbank. The purpose of 
the latter regulation is to make the funds an anti-inflation 
tool as a complement to the earlier purpose of serving 
to equalize profits from year to year. If the funds are 
utilized, a company can withdraw a corresponding 
amount from the blocked account in the Riksbank. 
When the money is used with the permission of the 
Labor Market Board, the company is allowed to make 
an extra investment deduction from taxable profits up 
to 10 per cent of the utilized funds. No permission is 
required for withdrawals amounting to a maximum of 
30 per cent of funds that have been deposited for a 
period of five years. 

After the introduction of the new legislation in 1955, 
investment funds rose considerably; for the three years 
1955-57, the increase amounted to about SKr 400 
million. The total sum accumulated at the end of 1957 
is estimated at about SKr 650 million. No large-scale 
utilization of these funds has been permitted since the 
war, but, in view of the present situation on the labor 
market, the authorities have recently liberalized part 
of them. A first requirement, however, is that the freed 
funds are to be used for purposes designed to increase 
productive investments and to alleviate unemployment 
problems. 


Source: Svenska Handelsbanken, /ndex, Stockholm, 
Sweden, May 1958. 


German Tax Reform 

The Bundestag of the Federal Republic of Germany 
has passed the third reading of the Tax Reform Bill, 
which now awaits the approval of the Bundesrat. The 
kernel of the reform is the readjustment of the taxation 
procedure in respect of incomes of married couples 
(see this News Survey, Vol. X, p. 268). Under earlier 
legislation, these were assessed jointly; subsequently, 
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however, provision was made for separate assessments 
in exceptional cases. The new law adopts the U.S. 
“splitting” system, under which the incomes of husband 
and wife are first added together, then halved, and each 
half taxed separately. This system benefits especially 
those families in which the wife is not gainfully em- 
ployed. At the same time, the law gives married 
couples the right to opt for separate assessment of their 
incomes. The new law also increases the scales of tax 
exemption. The first DM 1,680 of all incomes is to 
be exempt from tax, and children’s allowances are 
raised from DM 720 to DM 900 for one child, from 
DM 1,440 to DM 1,680 for two children, and from 
DM 1,680 to DM 1,800 for three. Insurance premiums 
up to DM 1,000 per annum (DM 2,000 for married 
couples) can be deducted in full from taxable income; 
above this amount, 50 per cent of the premiums can 
be deducted. The Berlin Emergency Levy, which 
previously had to be paid separately by legal entities, 
is to be absorbed into the corporation tax, which will 
normally amount to 51 per cent on undistributed 
profits and 15 per cent on distributed profits. 

In his statement before the Bundestag, the Federal 
Minister of Finance stated that the new modifications, 
together with the tax reductions effected in 1957, would 
reduce the burden on taxpayers by about DM 2.1 bil- 
lion. Some 2.8 million income earners will be freed 
from tax liability. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, June 21, 1958. 


Issue of Treasury Bills in Greece 


Details of the issue of treasury bills in Greece, pro- 
vided for by legislation in 1957, have now been arranged 
and published. The issue and management of the bills 
will be handled by the Bank of Greece, and the pro- 
ceeds of sales will be used by the Government for 
productive investment. 

The new issue has been fixed at Dr 750 million in 
bills of 3, 6, 9, and 12 months’ maturity. The lowest 
denomination will be Dr 10,000 and the highest Dr 10 
million. Interest rates will be 6 per cent per year on 
the shorter maturities and 7 per cent on the longer ones, 
and the earnings will be free of income tax. The bills 
are guaranteed by the Bank of Greece and are discount- 
able there at any time before maturity at rates %2 per 
cent higher than the nominal rates. Arrangements 
have been made to encourage the holders of expired 
bills to replace them with others of similar maturity. 

By a decision of the Currency Committee in 
May 1958, commercial banks are required, as from 
July 1958, to invest 5 per cent of their sight and savings 
deposits in government securities. This obligation is in 
addition to the basic reserve requirements and special 
deposits with the Bank of Greece. The new obligation 
can be fulfilled gradually by investing in government 
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bills 15 per cent of the increase in sight and savings 

deposits. 

Sources: Naftemboriki, Athens, Greece, May 3 and 
July 10, 1958. 


Greek Price Support for Wheat 

The wheat harvest in Greece in 1958 is expected to 
be as good as or better than the 1957 harvest, and, 
together with existing stocks in government warehouses, 
it will be enough to cover all domestic needs. Support 
prices, recently announced by the Government, differ 
little from those in 1957, but, owing to limitations on 
the amount of wheat to be purchased, it is thought that 
the average price of collection will be slightly lower 
than last year, although for the smallest producers it 
will be higher. The preferential price of Dr 4.6 per oka 
(about US$0.055 per pound), compared with Dr 4.45 
per oka in 1957, will apply to produce of farms of from 
7 to 10 stremmas in size (one stremma is equivalent 
to one quarter of an acre), but only in the main wheat- 
growing areas. The maximum amount of wheat pur- 
chased at this price from each holding has been raised 
to 300 okas (about 846 pounds), compared with 200 
okas in 1957. For farms of between 10 and 40 
stremmas, collection will be based partly on the prefer- 
ential price of Dr 4.6 per oka and partly on the basic 
price of Dr 3.5 ($0.042 per pound), unchanged since 
last year. For farms of 40 to 80 stremmas, wheat will 
be purchased at the basic price, but part of the pur- 
chase price will be in the form of interest-bearing bank 
deposits, withdrawable only after a four-month term. 
For farms of over 80 stremmas there will be no collec- 
tion, but loans will be available from the Agricultural 
Bank on up to 70 per cent of the wheat produced, 
valued at the basic price of Dr 3.5. 

It is believed that the loss to the Government on 
wheat support operations in 1958 may be about Dr 150 
million, compared with Dr 143 million in 1957. To 
help keep down the deficit, the price of bread has been 
raised by a small amount. 

Source: Naftemboriki, Athens, Greece, July 17, 1958. 


Middle East 


Notices of the State Bank of Ethiopia 
Effective April 15, the State Bank of Ethiopia raised 
from 4 per cent to 4% per cent the interest payable 


on savings accounts. The Bank’s exchange control 

department ceased, as of April 21, to authorize pay- 

ments for imports from Italy and for services rendered 

by residents of Italy in any foreign currency other than 

Italian lire. 

Source: State Bank of Ethiopia, Report on Economic 
Conditions and Market Trends, Addis Ababa, 
Ethiopia, May 1958. 


Far East 


Indian Export Duties and Quotas 

The Government of India has abolished the export 
duty of Rs 150 (US$31.50) per ton levied on groundnut 
oil, and also the export duty of Rs 100 ($21) per ton 
on castor oil. 

On June 17, the Government released a quota of 
5,000 tons of linseed oilcake for export during the 
period ending September 1958, or until the ceiling is 
reached, whichever is earlier. The Government also 
decided to release a quota of 5,000 tons of kardiseed 
for export during the period June-October 1958 by 
exporters who are able to effect shipments of kardiseed 
oil. 

Sources: Reserve Bank of India, Jndian News Digest, 
Bombay, India, July 1, 1958; The Financial 
Times, London, England, July 8, 1958. 


India’s Sugar Export Policy 

With a view to promoting the export of sugar, the 
President of India issued an ordinance on June 27 
authorizing the Government to release specified amounts 
of sugar for export and to fix export quotas for indi- 
vidual mills in proportion to their output. The Indian 
Sugar Mills Association of Calcutta was appointed 
as the sole agency for channeling such exports. Accord- 
ingly, domestic sugar factories will now be required to 
deliver their export quotas to the Association. The 
purpose of this provision is to prevent competition 
among sellers and thus aid them in earning a higher 
price for sugar exports than would otherwise be the case. 

A press note issued by the Indian Ministry of Food 
and Agriculture states that 50,000 tons of sugar will 
be released for export during the season ending Octo- 
ber 31, 1958 (exports in 1957 totaled 150,000 tons). 
The season had started with a carry-over of 430,000 
tons, and current production during the year is expected 
to be about 1,975,000 tons. When account is taken 
of trends in production, consumption, and prices, a 
substantial carry-over at the end of the current season 
is expected. 


Source: The Times of India, Bombay, India, June 28, 
1958. 


Return on Foreign Investments in India 

Investments in foreign branches and subsidiaries in 
India amounted to approximately Rs 3.90 billion 
(US$819 million) at the end of 1955; this included 
Rs 3.23 billion invested by parent companies in the 
United Kingdom and Rs 0.38 billion invested by parent 
companies in the United States. The average rate of 
return (net of Indian income tax) on U.K. and US. 
investments in India was 9.9 per cent in 1955, com- 
pared with 12.1 per cent in 1953. The higher percent- 
age in 1953 may be explained mainly by the plantation 
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investments, which showed a return of 19 per cent, 
compared with about 12 per cent in 1955. The average 
rate of return in 1955 varied from 11.8 per cent in 
plantations to 6.5 per cent in trading; it was 10.8 per 
cent in manufacturing (U.K. companies, 9.5 per cent; 
U.S. companies, 20 per cent). 

The foreign companies were concentrated mainly in 
the petroleum, plantation, cigarette, tobacco, and a few 
other industries. A comparison of the profits earned 
by these enterprises with the profits data for 750 public 
limited joint-stock companies, mainly Indian owned, 
shows that the average rate of return on investments 
to the public limited Indian companies was somewhat 
lower: 6.8 per cent in 1953 and 9.4 per cent in 1955. 

For foreign subsidiaries in India, tax provisions 
absorbed slightly under 50 per cent of profits before tax 
in 1953 and in 1955; the remainder was more or less 
equally distributed between dividends and reserves. 
For the public limited Indian companies, tax provisions 
accounted for about 40 per cent of profits before tax, 
while the proportion of dividends declined from 40 per 
cent in 1953 to 33 per cent in 1955. The higher average 
tax incidence in respect of foreign enterprises was due 
partly to additional taxes payable on intercorporate 


dividends of subsidiaries to parent companies and partly 


to the relatively large size of such organizations and 
their earnings. Few of them, if any, were entitled to 
the lower corporation taxes applicable to incomes of 
less than Rs 25,000. 


Source: Reserve Bank of India, Bulletin, Bombay, 


India, May 1958 


Ceylon’s Industrial Expansion 

There has been increased activity, in both govern- 
ment and private sectors, in starting new industries in 
Ceylon. The Government is to commence work shortly 
on the construction of a new cement factory. A sugar 
company, built with aid from Czechoslovakia, is sched- 
uled to start production in June 1959. The brick and 
tile factory recently installed new electrical machinery 
which will treble the factory’s output to about 3.5 mil- 
lion units a day. Preliminary talks are progressing with 
Russian experts on the establishment of a steel rolling 
factory and a factory for motorcar tires and tubes. 

In two years ended March 1958, the Development 
Finance Corporation granted a total of Rs 6.4 million 
(US$1.35 million) to aid the development of 14 private 
projects, of which 13 were industrial projects. Ten other 
projects, involving an outlay of Rs 5.2 million, are 
under consideration. 


Sources: Ceylon News, Colombo, Ceylon, June 26, 


1958; The Financial Times, London, Eng- 
land, July 9, 1958. 
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Relaxation of Import Control in Thailand 


The Ministry of Economic Affairs of Thailand has 
announced that import control has been lifted for the 
following commodities: melon seeds, betel nuts, dried 
palm leaves and other leaves for making cigarettes, 
coconut oil, groundnut oil, palm oil, all kinds of animal 
meats, all kinds of fruits, joss sticks, all kinds of fans, 
toothpicks, chopsticks, fireworks, paper bags, crepe 
paper, all kinds of paper weighing 120 grams per 
square meter, slippers without rubber soles, ornaments 
made of silver and gold, cement, gypsum, and oil for 
mixing paints. 

Source: The Bangkok Post, 
May 16, 1958. 


Cambodia's Foreign Trade in 1957 

Cambodia's trade balance improved markedly during 
1957, as imports rose by only 3 per cent, to 2,034 
million riels, while exports increased by 40 per cent, 
to 1,798 million riels; the deficit therefore was only 
two thirds of the 1956 deficit. A large increase in rice 
exports—from 271 million riels to 670 million—was 
mainly responsible for the improvement, but rubber and 
corn exports also rose. Rice and rubber made up nearly 
70 per cent of total exports, with most of the rice— 
except that puichased by the franc area—going to 
other Asian countries and most of the rubber being 
taken by France and the United States. 

Rice and rice products comprised 58 per cent, and 
rubber 28 per cent, of exports to the franc area, Cam- 
bodia’s main customer, which took 35 per cent of total 
exports. Rice exports to Malaya and Hong Kong ac- 
counted for almost half of the total sales to the sterling 
area, the second most important customer, which pur- 
chased 32 per cent of Cambodia’s exports. Purchases 
by the United States consisted entirely of rubber; they 
amounted to 19 per cent of total exports. Viet-Nam, 
the fourth most important customer, took 7 per cent 
of all exports. 


Bangkok, Thailand, 


Nearly 80 per cent of all imports were manufactured 
products; foodstuffs comprised 14 per cent and mineral 
products 6 per cent. The major change in the composi- 
tion of imports during 1957 was a decrease in some 
investment goods and a corresponding increase in con- 
sumer goods. This was partly the result of the freedom 
to import without foreign exchange since April 1957. 
The sterling area supplied 33 per cent of Cambodia’s 
imports, with Hong Kong supplying 23 per cent. Next 
in importance were the franc area, supplying 19 per 
cent of total imports, Japan, with 16 per cent, and the 
United States, with 5 per cent. 


Sources: Banque Nationale du Cambodge, Bulletin 
Mensuel, Phném-Penh, Cambodia, March 
1958; Marchés Tropicaux du Monde, Paris, 
France, May 3, 1958. 
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Mission from Taiwan to Viel-Nam 


A 12-man technical mission is being sent from 
Taiwan to the Republic of Viet-Nam to advise on eco- 
nomic reconstruction projects and to study and explore 
possibilities for starting a chain of small industries. 
Capital from overseas Chinese would play an important 
part in the building of small industries in Viet-Nam. 
A textile mill with 20,000 spindles financed by overseas 
Chinese is already being set up there. It is likely that 
Chinese banks in South Viet-Nam would be called 
upon to cooperate in financing new projects. A cement 
factory, a paper mill, and a small machine tools work- 
shop would be among the first to be started. 

Source: Chinese News Service, Press Release, New 
York, N.Y., June 24, 1958. 


Taiwan's Cement Exports 


Taiwan exported 39,000 metric tons of cement to 
South Korea, North Borneo, Hong Kong, and Guam 
during the first quarter of 1958; and negotiations are 
being completed for the export of 100,000 tons to 
Singapore, Viet-Nam, Laos, the Philippines, Hong 
Kong, and South Korea. For the full year 1958, the 
Taiwan Cement Company and Chia Hsin Cement Com- 
pany, which are the major producers, plan to export 
250,000 tons of cement, which will earn US$4 million 
of foreign exchange. The Taiwan Cement Company, 
which operates three large plants at Kaohsiung, Chu- 
tung, and Suao, now produces 750,000 tons a year, 
and the annual production of Chia Hsin’s plant at 
Kangshan is 150,000 tons. Taiwan’s total annual 
cement output is about 950,000 tons. The market 
price for cement in Taiwan is now about NT$42 per 
bag. 


Source: Far Eastern Economic Review, Hong Kong, 
May 29, 1958. 


United States and Canada 
U.S. Budget Deficit 


The deficit in the U.S. Government budget for the 
fiscal year ended June 30, 1958 is estimated at $2.8 
billion. This compares with surpluses of $1.6 billion 
in fiscal 1956 and 1957. Last January, the deficit for 
fiscal 1958 was estimated at $400 million. The subse- 
quent increase has resulted from revenues falling short 
of the original estimates; in particular, individual income 
tax collections are more than $2.2 billion less than the 
January estimate. 

For fiscal 1959, a budget deficit of $10-13 billion 
is now expected as the full effect of the business reces- 
sion becomes reflected in reduced receipts and larger 
expenditures. Receipts in fiscal 1959 are expected to 
be well below the $69 billion of fiscal 1958, and 
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expenditures are expected to rise from $72 billion to $80 

billion. 

Source: The Wall Street Journal, New York, N.Y., 
July 22, 1958. 


Canadian Government Debt Refunding 
The Canadian Government has offered to convert 
$6.4 billion of unmatured 3 per cent Victory Bonds 
issued during World War II into new noncallable bonds 
of various maturities up to 25 years and carrying inter- 
est rates ranging from 3 per cent to 442 per cent. The 
conversion will involve the exchange of any amount of 
Victory Bonds for an equal amount of the new Canadian 
conversion loan together with an adjustment payment 
in cash, representing a premium for lengthening the 
loan period. The conversion represents the largest 
financing undertaken in the history of Canada and will 
Stretch the average maturity of Canada’s public debt 
from 5% years to approximately 8 years. Refunding 
operations, which have an unsettling effect on bond 
prices, will thus be less frequent in the future. 
Sources: The Globe and Mail, July 15, 1958, and The 
Financial Post, July 19, 1958, Toronto, 
Canada. 


Canada’s Foreign Trade 


With commodity exports rising in May 1958 nearly 
8 per cent above exports in May of last year and imports 
dropping sharply, Canada’s trade that month was vir- 
tually in balance. For the first five months of 1958, 
the cumulative import balance was $174 million, com- 
pared with about three times that amount in the first 
five months of 1957: total exports increased slightly, 
to $1.95 billion, and imports declined from $2.45 bil- 
lion to $2.13 billion. Imports from the United States 
fell by $300 million, to $1.5 billion, while exports to 
that country remained virtually unchanged, at $1.1 
billion. Trade with the United Kingdom showed little 
change; however, exports to other commonwealth coun- 
tries in the five-month period were about $35 million 
higher than last year, and imports were $10 million 
less, so that the export surplus with this group rose to 
$50 million, from almost zero. Imports and exports 
with the rest of the world changed only fractionally 
from those in the first five months a year ago. 
Source: Dominion Bureau of Statistics, Daily Bulletin, 

Ottawa, Canada, June 24, 1958 


Other Countries 
South Africa's Budget for 1958-59 


The surplus on Revenue Account in the budget of 
the Union of South Africa amounted to £21.3 million 
in the year ended March 31, 1958. Since revenue for 
the current fiscal year 1958-59 is estimated at £295.6 
million on the basis of existing tax rates, and expendi- 
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ture on Revenue Account is estimated at £284.2 million, 
a surplus of £11.4 million is indicated for the year. 
However, a larger surplus is necessary to aid in the 
financing of the 1958-59 Loan Account expenditure, 
which is estimated at £146.2 million (including £75 
million for railroads and harbors); therefore, taxation 
will be increased. 

The Minister of Finance, in his budget speech of 
July 16, announced that it had been decided not to 
increase the income tax but rather to tax consumption 
by increasing customs and excise duties. The duty on 
imported cars with an f.o.b. value of less than £600 
will be raised to 20 per cent plus 6d. per pound (the 
existing rate is 73 shillings per 100 pounds); customs 
and excise duties on other cars will be increased by 6d. 
per pound, and all cars weighing more than 3,500 
pounds will bear an extra duty of 6d. per pound; the 
duty on locally refined and imported gasoline will be 
increased by 242d. per gallon, and the excise tax on 
locally produced oil by 2d. per gallon; the special duty 
on cigarettes will rise by 2d. for ten cigarettes, the duty 
on tobacco by two thirds, and both the customs and the 
excise duty on spirits by 2d. per tot. It is estimated 
that these tax measures will yield £15.5 million, increas- 
ing the estimated surplus on the 1958-59 Revenue 
Account to £26.9 million. It is proposed that £26.5 
million of this surplus be used for transfer to the 
1958-59 Loan Account, so that a surplus of £0.4 mil- 
lion would be left on the Revenue Account. 

In addition to the transfer of £26.5 million from the 
1958-59 Revenue Account and the £21.3 million from 
the 1957-58 Revenue Account, a total of £44.2 million 
for Loan Account expenditure in 1958-59 will be met 
from loan recoveries and from investments by the 
Public Debt Commissioners. An additional £5 million 
is expected from a local public loan to be issued in 
November, and £18 million is expected from the raising 
of funds abroad. The continuation of the savings levy 
introduced last year (see this News Survey, Vol. IX, 
p. 315), issuance of 5 per cent tax-exempt five-year 
bonds up to a maximum of £10,000 per person, 
increased interest rates on Union Loan Certificates, and 
higher maximums for individual holdings of these cer- 
tificates, as well as of balances in the Post Office Savings 
Bank, are expected to make a total of £25 million avail- 
able to the Government. The residual of £6.2 million 
of finance required for the Loan Account will be cov- 
ered by short-term borrowing. 

Apart from the measures taken to encourage domestic 
savings, the budget speech also mentioned certain con- 
cessions to attract capital from overseas. Tax exemption 
will be granted on (1) profits of companies whose 
shareholders are resident outside the Union of South 
Africa and (2) profits from the sale of shares and of 
gold acquired in the Union with funds remitted from 
overseas for this purpose. 
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A bill will be introduced to increase the basic rate of 
African taxation from £1 to £1 15s., in order to meet 
the growing needs of African education (the present 
rate of £1 was introduced in 1925). Further increases in 
African taxation will be made after January 1, 1960, in 
accordance with a scale based on a taxpayer’s income. 
Sources: Information Service of South Africa, News 

Release, New York, N.Y., July 1958; The 
Times, London, England, July 17, 1958. 


Census of Foreign Investment in South Africa 

Preliminary results of a census conducted by the 
South African Reserve Bank show that total foreign 
investment in South Africa amounted to £1,394.1 mil- 
lion at the end of 1956. Of this total, the private sector 
accounted for £1,213 million. The largest investor was 
the United Kingdom with £864 million, or 62 per cent 
of the total. Next were the United States, with £170.6 
million, and France, with £73.7 million. 

South African investment (excluding gold resources) 
overseas at the end of 1956 totaled £325.6 million. 
Sources: The Times and The Financial Times, London, 

England, July 9, 1958. 


South African Wine for France 
In the coming months, South Africa will ship 720,000 
gallons of South African wine to France in special 
tankers. The wine is mainly vin ordinaire. The ship- 
ments are made because two poor seasons have left 
France with a shortage of wine. 
Source: The Financial 
July 14, 1958. 


Gold Reserve for Ghana 

The Minister of Finance of Ghana stated on July 7 
that over a number of years Ghana would accumulate 
an independent holding of gold to form part of the 
country’s over-all external reserves. Gold to be acquired 
will be bought directly from mining companies operat- 
ing in Ghana. 


Times, London, England, 


Source: The Financial 
July 8, 1958. 


Times, London, England, 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D. C. 





